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. i ., g . - ■ . 

(*?) *Ftet ^TT Pfe(cfr,te cffet m ffa>lfef<*> ^ 3 *TT <w4*McM> 

Pfeld> ferffe t; 

(i:i) tete” arf^r^m te - fete anf^r atete t fe^F ^ tefeu aifeR 
te t ate te w 3 stem 4T *rref 4T tete ^ra $ fe, sri tetete ^ 
fete te ^ fe 4T wfe tetter fe? tefo % 

(:v) ‘terc tete” ^rr mtes te vsrfe ^ ^ airerc m fe>rte te te? te 

te?r tester t; 

(V) 44 *ieWn M 3 te ot, fte mm*i war* #r feffeitar m\ t, fate 
feq fete yRHbei teRi tef fern trct fc ^r te Rnfefed 3 tetete fe^x fc 
w *ote cfer ^ fe? tefe?* terer ajfeter te sr^fa ^ tete^R ^Tew ^te 

<£ fe? fe fete 3fk / trr <jfe> ogcqR wemfte 3nfc5 ^ tete #- 

fe) fete tete te ^tt 3, fete te teter ^ tete ter *tftt^ mRwR* 

3-te / ^n 

Os) % te*n$t te ^tt 3 fete 3RT teter tete tei fete tew i 

3. W^#TT 

> ^ ... tefef iri arwezi di^Kui te^t ^ fete te efFj fe I 

4. fete tefceU 

{■■) fefe 3-lfefe, 1956 (1956 1) te SJRT 79<F> eft OTOM (l) ^ fe) ^ 

ste fete tefreq fete ter fe tetvJFT fe fe, atefern <ft sjm 173 fe arj^m 
- 'wsnpr arfete 4> fen? ^nr wetet teR fte ^nte fete 

feRfe^ feRrffei 3Ptffed #te l 

© 3tefepT te ditef ferefer ^rti^j ^nyr^i tete ^ fefe ^ fe? tom 

cjti cptet cf> Rfeic^ «f!4 §ri 3T^ffer fem j ni; 
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(ii) Mr ^ Mr wm / RRtMr; 

(iil) Mi 3>t ^91, Mi $ Mr M*4>d 3jk TIT Rf 3> oqM 

Mt siram Mr v*rft Mr M f'; 

(iy) wm wt Mi ^t \jM> wr *joMrn Mi / 

^T[ TO 3*k 9>M M RRZT fliyRUI Mr MM Mr vstM; 

(v) r czif3M ^ rt fa*M r^r^M? MM Mr wM 3lk <Mit i? 
RT R cZrf^M R w; 

(vi) wraM qrMM> 3 ?Mkr Mrr, cM ?t, ^fr ii wir^t Mri 
^ Mr §rt rjM Mt; 

(vii) ?*T 3TTR ^T cJ5R ft? #M R7>R £NT MfM M iffM cf5T 
w afft 

(viii) jtMjIM ^ Mr cfr 3 t^rw i M Mr ?t^t rtM ^fr *trM 
Mfe wfe rr srt MM Mr W)l cfr stj^fr #m Mn 

^TTRI! 

(2) Mft R> M cfc «M 'Hmi^ui Mli <£ 3TJR cfr cfM MM 
Mufs cfc (^m Mi #?MMM ci MM r> Mr cfc Ri arM Mr 
srfiMr ct'>4‘cuRii) sfty iRrfai Mr Mr uni ^?it i, ski >Hitii'< u i 
3rfMR i xjr> iwr ^ wr i Mr eiRcfi r arjM^f 3 tMr Mtt wrt i 

s> M< <flror 

cfM ETRT 79^ cfc 3?M MM TOl^ RTR^T Mi R R> iuR^? R Mif i 
vJTO^ i ftRM TOT i I 
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... . ■ ■ . . _ • ■■ ■ i i ■ i '■■■ ■ i. • ' ‘ - i ‘-ii ‘ ‘ * 

6. anHisq HiyRtrr itoft % FhI*h tjt 

Wft fcRft Cf4 3 c£eFSHHI<W wvm iw? ^ 15% ^ 3Tf^ eft fcHJ 

^tsr s wj ^ $r*rc f ^ ’ft-arfifa t, <£#3 wt&R $ 

3R5H <£ tern, fVrPra ^ft i 

o , 

7. fact?ra» ftitt ^ 

f-^rcp) TOt eft Pi^icb Rqt£ 3 ^it, Pi^t^ j^fti 3 

ximi^T ^ft P|4 h-I 3ft Pl^felRad 3JcJ^ ^rqT:- 

(c^) ch 4 d i R 41 ‘ *tt <ftr PPtPrt fc^ ^TcT ^r cftt ^Rsm; 

(^) wms? ^r 3ft PHf*H ^ fenr 

£t) CF5T ^3l; 

(n) spates 'frrai^r ^jzr^r 3ft 3ft tjftqmroq cftt ^ef 

(^ 6FRTTSJ sHIUIKOI 3ft PpfaFT ^ ^Jef f^TT *fft \FFT?T 

wrt; * 

(er) sftcttezj diyi^i %zRr eft PrPft 3ft wnw qfcr ^rtc cpj^t i 

8. sttotst uiuikui <*»i IWfji 

cb^d l R^' afrf Ffefldfl cfft RjfPld faq WFt cHoT WfTT^I WT ^tHcT 

^cf^I ^Jc^lt^cf} gfHl TFTf^RT dfdd dH^d sVTI I 

9. n<h< i fire SWUIWI ^TMRUT^Wf <*>l PhI*H 

WST cftcpfr Wf>$ % PFT qf%W eft feP? OTdFSJ WT MRld cf>T 5R3TT3f 

qr^ft 1? c|$| cffT PlHfciRad cfTT MIcH cf5^ft - . 
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(cf>) vJ'4d*J «flft|cr? ^iqqi ‘JJT virncpi^ cf>T ^JT vRT jrfe^eT 

3T^T ^eqq*£l ftRT *R SRRSq- REIRW 3m ftRT WTT t, ^jehefr 

StKf Relief 1 Ejii^ii; 

(^) Mwf ^ wM cF^rn w ^efR Eft jicftct #? 

S^jfcl 3TT ^JJeRTef^r eft KTPT $\ 7?Ict 

(*9 ^ ^i<tH ^ fen? ^rpfri^RT ^ §<j 

^tt; 

fa) ^TTcFkFj Eft JJeSTcFFT ftft£ ^ft ^ jrfeT R£TN*T arf fr^H Eft ^ERT ft ^TRT 

ETReft ftt uTRft; 

fa) ^m4I "Rjft ^ Prt ftePPer ft teR srrezj ttrtm j^ii^i ft f^f^R ft 

feR RTTftfxR^ M Eft RWRUT 3rPft?R ft feR ftft ^ 7JERT m *TFT ftrTT; 

3fk 

fa) Pi 4 f ft cl MM ftt ^eRT ftqft 3TftpRR, 1956 Eft E[RT 198, ETRI 

309, EfNT 310, £TR[ 311 3fk ETM 387 ft JRtuRf ft teR mR^ftcb 

^T WT Rft *n^H PlHftlRsId TJ$t ft uTTeft t : 

(i) mmv ^mT^T im fftft Pftw rt eft Prftftcf fft^ wet 

#; 

(ii) % yft^d ft feR Pi 4ft d feft? ^ct t Eft ^ 3fff^T ^T 

w ^ t Eft ft 3 vjwid ^t ^Mcpi‘ ft stj^tr^ ftt 

W TTft | 

10. W1UIWI tf(«4ltV| VW ^>T 

^nfM ^rr Pr^ft ftt Pufftd wm&i wr im Eft ft efft <nf Eft 
sifter ft ftp? ifRqftd 1 
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vrfTcf> cFJtnft c^TT fuJTFt tort ^ 3T#T 3TRf^T f Pft*R> 

qf^P TiTETRI ait^PT 4 ?RR £JRcf>T ^ TR5T cfMt ^ / cZJcRTFRcf 

cf?c ^f%jcr MTO ^#TT -WHTf2T WIN 0 ! ^RR TTRK U 1 3lf£j^9H 4 RM-fl ^ 
vici'cC qj f^TSFlf ^ 3TJdR 3TRfel fcR # I 

12 . ^<ai ’*fHrm 


('} G-'iJf SFRTKT WWT ^RR 37 % - jrfcTW ^ feR fMfrd fcRj t 3?T ^ 





(cp>) vjtr % yfcR>d smarft r 3RW4>v^ anfer cj>t rfi t 3?r 3? 

Cfjxpft ^ d?H re 3 ^-Rld Wf ^ 3 TpR ^ f^RT ^T^IT; R 


(xl) W ^ (3F>) eTF; d# #?TT t 3?T ^*Hld cR3T HHdoi ^ 
^ 3 c*rc fcRrr ww i 


(?) ^xsR 3Rf^ ^ pHfft KT ^RRTKI TITORST ^ 3. SHREWS WR°T 

<ff; £xF; *?e3 c^qpft ^ ftrffa cf^KR 3 <*4x11$ R Pl^lch 

- ‘RTT ^RRT I 



^RRSq WSfRUT #Rlf «FT 
(fa*R5% 3^>T<f) 
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[^. ^ 1/4/2003 

MINISTRY OF FINANCE 
(Department of Coeapany Affairs) 

NOTIFK^nON 

New Delhi, the 4th December, 2003 

G.S.R 923(E). i n exercise of the powers conferred by proviso to sub¬ 
section (I) of section 79A of the Companies Act, 1956 (1 of 1956) read with 
sub-section (1) of section 642 of the said Act, the Central Government hereby 
makes the following rules, namely > 

1. Short title and commencement- 

(!) These Rules may be called the Unlisted Companies (Issue of Sweat Eauitv 
Shares) Rules, 2003. 

(2) They shall come into force on the date of their publication in the 
Official Gazette. 

2. Definitions.- 

In these rules, unless otherw ise defined,- 

(i) "Asset" means a resource controlled by the company and from which 
future economic benefits are expected to flow to the company: 
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(ii) “employee” means 

a) a permanent employee of the company working in India or out of 

India; or 

b) a director of the company, employed as a whole time director or 
executive director of a company; 

(iii) “intangible Asset” means an identifiable non-monetaiy asset, without 
physical substance, held for use in the production or supply of goods or 
services, for rental to others, or for administrative purposes; 

(iv) “share price” means price of a share on a given date arrived on the net 

worth basis; 

(v) value addition” means anticipated economic benefits derived by the 
enterpnse from expert and/or professional for providing know-how or 
making available nghts in the nature of intellectual property rights, by 
such person to whom sweat equity is issued for which the consideration is 
not paid or included in - 

(a) the normal remuneration payable under the contract of 
employment, in the case of an employee and/or 

(b) monetary consideration payable under any other contract, in the 
case of non-employee. 

3. Applicability.- 

These Rules shall be applicable to issue of sweat equity shares by all unlisted 

companies. 

4. Special resolution.- 

(1) For the purpose of passing a special resolution under clause (a) of sub¬ 
section (1) of section 79A of the Companies Act, 1956 (1 of 1956), the 
explanatory statement to be annexed to the notice for the general meeting 
pursuant to section 173 of the said Act shall contain particulars as 

specified below. 

<i) the date of the meeting at which the proposal for issue of sweat 
equity shares was approved by the Board of Directors of the 

company; 

(it) the reasons/justification for the issue; 

(iii) the number of shares, consideration for such shares and the class or 
classes of persons to whom such equity shares are to be issued; 
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(iv) the value of the sweat equity shares alongwith valuation report/ 
basis of valuation and the price at the which the sweat equity shares 
will be issued; 

(v) the names of persons to whom the equity will be issued and the 
person’s relationship with the company; 

(vi) ceiling on managerial remuneration, if any, which will be affected 
by issuance of such equity; 

(vii) a statement to the effect that the compafty shall conform to the 
accounting policies specified by the Central Government; and* 

(viii) diluted earning per share pursuant to the issue of securities to be 
calculated in accordance with the Accounting Standards specified 
by the Institute of Chartered Accountants of India. 

(2) Approval of shareholders by way of separate resolution in the general 
meeting shall be obtained by the company in case of grant of shares to 
identified employees and promoters, during any one year, equal to or 
exceeding 1% of the issued capital (excluding outstanding warrants and 
conversion) of the company at the time of grant of the sweat equity 
shares. 

5. Register of shares.- 

The company shall maintain a Register of Sweat Equity Shares issued under 
section 79A in the Form specified in Schedule annexed to these rules. 

6. Restriction on issue of sweat equity shares.- 

The company shall not issue sweat equity shares for more than 15% of total 
paid up equity share capital in a year or shares of the value of 5 crores of 
rupees, whichever is higher except with the prior approval of the Central 
Government. 

7. Disclosure in the Directors’ Report.- 

The Board of Directors, shall, inter alia, disclose either in the Directors' 
Report or in the annexure to the Director’s Report, the following details of 
issue of sweat equity shares 

(a) Number of shares to be issued to the employees or thje 
directors; 

(b) conditions for issue of sweat equity shares; 

(c) the pricing formula; 


< 56200 )}/ 03-2 
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(d) 

the total number of shares arising as a result of issue of sweat 
equity shares; 


(e) 

mon*w realised or benefit accrued to (he company from die 
issue of sw eat equity shares; 


(0 

diluted Earnings Per Share (EPS) pursuant to issuance erf sweat 
equity shares. 


8. Pricing of Sweat Equity Shares.- 

The price of sw eat equity shares to be issued to employees and directors shall 
be at a fair price calculated by an independent valuer. 


9. Issue of Sweat Equity Shares for conshleratfoft otter ttan cash.* 

Where a company proposes to issue sweat equity shares for consideration 
other than cash, it shall comply w ith following; 

(a) The valuation of the intellectual property or of the know-how 
provided or other value addition to consideration at which sweat 
equity capital is issued, shall be carried out by a valuer; 

(b) the valuer shall consult such experts, as he may deem fit, having 
regard to the nature of the industry and the nature of the property 
or the value addition; 

(c) the valuer shall submit a valuation report to the company giving 
justification for the valuation: 

(d) a copy of the valuation report of the valuer shall be sent to the 
shareholders with the notice of the general meeting; 

(e) the company shall give justification for issue of sweat equity shares 
for consideration other than cash, which shall form part of the 
notice sent for the general meeting; and 

(0 the amount of Sweat Equity shares issued shall be treated as part of 
managerial remuneration for the purposes of sections 198, 309, 
310, 311 and 387 of the Companies Act, 1956 if the following 
conditions are fulfilled: 


(i) the Sweat Equity shares are issued to any director or 
manager; and, 

(ii) they are issued for non-cash consideration, which does 
not take the form of an asset which can be carried to 
the balance sheet of die company in accordance with the 
relevant accounting standards. 


EFaktR—S ac. 30)1 
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10. Lock-in of sweat equity shares.- 


Sweat equity shares issued to employees or directors shall be locked in for a 
period of three years from the date of allotment. 


11. Certificate from auditors.- 


to the case of eveiy company that has allotted shares under these Rules, the 
Board of Directors shall at each annual general meeting place before die 
shareholders a certificate from the auditors of the company/ practising 
company secretary that sweat equity shares have been allotted in accordance 
with the resolution of the company in the general meeting and these Rules. 


12. . Accounting policies.- 


(I) Where the sweat equity shares are issued for a non-cash consideration, 

,. uc ^" 0 . n ' c f h consideration shall be treated in the following manner in 
the books of account of the company: 


(a) where the non-cash consideration takes the form of a depreciable 
or amortizable asset, it shall be carried to the balance sheet of the 
company in accordance with the relevant accounting standards or 


(b) 


where clause (a) is not applicable, it shall be expensed 
in the relevant accounting standards. 


as provided 


(2) In respect of sweat equity shares issued during accounting neriod th» 
accounting value of sweat equity.shares shall be treatedTLEol 

of STcom^S" t ° ,heemp!0yee ^ d,reCt ° r m financial dement 
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SCHEDULE 

REGISTER OF SWEAT EQUITY SHARES 
(Pursuant to Rule 5) 

The register of sweat equity shares issued by the company to be kept in the 
following format: 


S.No. 

Folio No. / 

certificate No. 

Date of passing 
of resolution 

Date of issue of 
sweat equity 

shares 

1 

2 

3 

4 


Name of the 
allottee 

Status of the 
allottee - whether 

Hirf*rtrvr rir 

VS 11 VwIVl V/l 

employee 

Reference to 

entry in register 
of members 

Number of sweat 
equity shares 

issued 

5 

6 

i _ i 

8 


Face value of the 
share 

i 

Price at which 
shares issued 

Total consideration 
paid by 

employee/director 

Lock in period 
till w hich date 

9 

10 

11 

12 
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